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NGO SUSTAINABILITY: 5.0

There are approximately 1,400 registered
NGOs in Azerbai-
jan. However, only
about 300-400 of
these NGOs are

NGO
SUSTAINABILITY

2003 5.0

2002 5.2 active. Of this
2001 4.9 smaller number
2000 5.0 only a few can be
1999 5.7 considered ‘strong
1998 6.4 NGOs' with rea-

sonably developed
organizational ca-
pacity and financial viability. In addition,
there are hundreds of groups that have
formed but are unable to obtain registra-
tion through the Ministry of Justice (MoJ).
The NGO sector is thus characterized by
a small minority of strong organizations
with experience, expertise, and good rela-
tionships with donors and to a lesser ex-
tent government and private sector, while

the bulk of the NGO sector is much less
developed.

The implementation of current legislation
governing NGOs creates major chal-
lenges for the development of the sector.
Amendments made to the Law on Grants,
effective January 2003, require all grant
funds to be registered with the govern-
ment authorities prior to use. The
amended Law also requires NGOs to
contribute 27 percent of consolidated pay-
roll each month into the Social Insurance
Fund. If enforced, these amendments
create additional constraints to the opera-
tional and financial viability of NGOs in
the country.

Azerbaijani NGOs provide a wide variety
of services in the areas of humanitarian
relief, environmental protection, youth,
human rights, gender, civic and legal



education, and economic development.
The majority of NGOs are donor depend-
ent, and therefore service delivery is
driven by donor priorities as much as by
NGO responsiveness to community
needs.

LEGAL ENVIRONMENT: 5.0

AZERBAIJAN

NGOs in Azerbaijan lack the relation-
ships, resources, and capacities to effec-
tively engage in advocacy initiatives on a
wide scale. Lack of developed support
structures, competitiveness among
NGOs, inadequate links with constituen-
cies, and lack of positive public image lim-
its NGOs’ influence on public policy.

The current legisla-
tion governing NGOs
includes the NGO
Law of June 2000,

LEGAL
ENVIRONMENT

2003 5.0

2002 5.0 the Law on the Reg-
2001 5.0 istration of Legal En-
2000 5.0 tities of 1996, the
1999 6.0 amended Grants
1998 7.0 Law of 1998, and in-

ternal MoJ regula-
tions on NGO Registration Procedures.
This body of legislation is often improperly
implemented creating a challenging envi-
ronment for the effective functioning and
development of the NGO sector.

The most significant impediment to the
growth of the NGO sector is the de facto
suspension of NGO registration by the
MoJ, in place for the past three years.
The existing Law on Registration of Legal
Entities, which requires the MoJ to accept
application documents and issue a certifi-
cate of registration or written letter of re-
jection within ten days, is not being im-
plemented properly. Many NGO applica-
tions submitted to the MoJ receive no re-
sponse, while others receive letters con-
taining trivial reasons for rejecting the ap-
plication. In general, there is a lack of
transparency in the registration process.
International donors, diplomatic missions,
and Azerbaijani NGOs have called for im-
proved implementation and a revised Law
on the Registration of Legal Entities to re-
sume and simplify the NGO registration
process; however, these efforts have

yielded no concrete improvements to
date.

Despite the concerted effort of interna-
tional organizations and Azerbaijani
NGOs to stop passage of the amend-
ments to the Grants Law in mid-2002, the
amendments were adopted and came
into force as of January 2003. The
amendments require the registration of
grants (by the donor and recipient) with
the relevant executive authorities prior to
use. With adoption of these amendments,
the previous notification process shifts to
a necessity for validation by the govern-
ment prior to the use of grant funds.

Technically the legislative framework al-
lows NGOs to freely operate. Due to
some inconsistencies in implementation,
however, the ability of NGOs to operate
without restraint often depends on the or-
ganization’s affiliations, type of activity,
and geographic area of operation. Har-
assment takes the form of unscheduled
tax inspections, labor audits, or interrup-
tion of meetings in homes or offices. Ac-
cording to legislation, NGOs can be
closed on the recommendation of the MoJ
through the district courts only after three
warnings are issued. However, as there
are no clear criteria as to what warrants
the issuance of a warning, many NGOs
perceive that they can be closed for trivial
reasons. Thus, while NGOs are nominally
free to operate, engage in public debate
and express criticism, they often under-
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take self-censorship in order to avoid un-
due attention.

The pool of local lawyers who are knowl-
edgeable of NGO law is limited. Most
qualified lawyers are concentrated in
Baku-based legal NGOs. Progress has
been made during the past year in en-
hancing the knowledge and capacity of
legal NGOs as a result of the work local
lawyers have done on the referendum,
amendment to the Law on Grants and
other legislation. NGOs’ access to reliable
legal counsel varies by region. The avail-
ability of legal services is often contingent
on project funding for the NGO providing
legal services. Legal services are pro-
vided through centers and short-term pro-
jects in various areas through legal NGOs
such as Center for Legal and Economic
Education (CLEE), Legal Education Soci-
ety (LES), and Azerbaijan Young Lawyers
Union (AYLU).

ORGANIZATIONAL CAPACITY: 4.8

Current tax legislation creates challenges
for NGO financial stability and sustainabil-
ity. NGOs are eligible for some tax ex-
emptions on grant funding. This includes
a VAT exemption, although the reim-
bursement mechanism for VAT refunds is
not being implemented. As of January
2003, all NGOs, except for those receiv-
ing grants provided through the United
State government assistance program,
are obligated to submit a contribution the
Social Insurance Fund equal to 27 per-
cent of the organization’s staff salaries.
NGOs are able to conduct commercial ac-
tivities. However, the income earned from
these activities is taxed at the same rate
as a commercial entity and is restricted to
specific uses. Additionally, there are no
tax incentives for charitable contributions,
which further limit NGOs’ ability to benefit
from individual or corporate philanthropy.

Most Azerbaijani NGOs are weak in terms
of institutional development, management,

ORGANIZATIONAL and technical ca-
CAPACITY pacty. ~Many
NGOs continue to

2003 4.8 be dominated by a
2002 5.0 strong leader, and
2001 5.0 the organizational
2000 5.2 development and
1999 5.8 activities often de-
1998 6.0 pend on the ambi-

tion, capabilities,

and political connections of this individual.
However, there are signs of growing or-
ganizational strength in some leading
NGOs that are moving toward more par-
ticipatory internal management structures.

NGOs often find it difficult to identify and
recruit qualified, professional staff, particu-
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larly in regions outside the capital. Em-
ployment contracts are typically restricted
by the terms and availability of grant fund-
ing. Recruitment mechanisms are under-
developed, and many NGOs simply seek
staff or volunteers from immediate circles
of relatives or acquaintances. The poten-
tial of volunteer contributions is being in-
creasingly recognized and the concept of
volunteerism is becoming more widely ac-
cepted, although only a handful of NGOs
effectively use volunteers at the current
time.

Most NGOs have a limited sense of com-
mitment to their stated mission. Outside of
a few, well established NGOs, the majority
of NGOs are driven by the motivation to
gain access to the widest possible range
of grant funding, across various areas of



activity. This strategy is becoming less ef-
fective as the donor community places in-
creasing pressure on NGOs to demon-
strate specific areas of expertise and ex-
perience to obtain project funding. Few
NGOs have undergone strategic planning
and follow up. Some progress is being
made in this area, due in part to strategic
planning seminars conducted by various
international NGOs (e.g., ISAR, SOROS,
IRC). However, strategic planning skills
have not yet gained currency in practical
application, and in general are not being
used to guide the activities of most NGOs.
The majority of NGOs lack perspective on
the value and purpose of developing a lo-
cal constituency. NGOs’ links to constitu-
encies are weak overall, and where they
exist tend to only include short-term link-
ages in relation to funding opportunities.
Some NGO leaders indicate that the ten-
dency for NGOs to be perceived in strictly
political terms (i.e. pro-government or pro-
opposition) hinders effective constituency

FINANCIAL VIABILITY: 5.8

AZERBAIJAN

building among the wider population.
There is a growing awareness regarding
the need for constituencies, and progress
has been made within some target groups
such as youth and women. In general,
however, this is not a priority issue for the
majority of NGOs.

Only a small percentage of NGOs have
professional facilities and office equip-
ment. Most office facilities and equipment
are acquired through donor grant funding.
In the regions, even where equipment ex-
ists, it is often out-dated and cannot be
used effectively due to lack of technical
knowledge and limited access to adequate
utilities. Some NGOs lacking in office
space or equipment are able to access
computers, fax machines, and the Internet
at resource centers.

The primary source of funding for NGOs is
grants provided by international donors.
Among NGOs only a small core group is
capable of accessing funding from multiple
donors, while the vast majority struggle to
exist from grant to grant and experience
significant funding gaps. In most regions
outside the capital, access to grant funding
for NGOs is limited.

FINANCIAL The short term fund-
VIABILITY ing security of most
NGOs is overwhelm-
2882 2‘3 ingly dependent on
2001 6.0 its connection to an
2000 6.0 international donor.
1999 6.0
1998 6.0 Financial manage-
ment systems in

some NGOs are improving as a result of
the influence of international donor organi-
zations. In many NGOs, however, particu-

larly in those outside the capital, it is rare
to find any written financial procedures. If
they do exist, financial procedures usually
meet only the minimum requirements im-
posed by donors. Financial transparency
is often lacking. Independent financial au-
dits are rarely conducted, financial state-
ments are seldom prepared, and financial
documents are almost never publicly dis-
seminated, even if they are available.

A small number of NGOs are exploring al-
ternative sources of support for their activi-
ties. Some NGOs are beginning to realize
the benefit of cultivating relationships with
communities as a source of support, even
if this is only non-financial support. To gain
increased financial independence, some
NGOs have implemented fee-for-service
activities such as the rental of training fa-
cilities, medical diagnostic tests, and legal
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advice services. Other income generating
activities such as advertising for private
companies or establishing small artisan
workshops have also been initiated. A
growing number of NGOs have also
tapped into financial resources from for-
eign oil companies. This is most evident
along the Baku-Thbilisi-Ceyhun (BTC) pipe-
line route where NGOs competed for so-
cial and infrastructure support grants for
the communities along the BTC route. It is
likely that foreign oil companies will con-

ADVOCACY: 4.8

tinue to serve as a small-scale funding re-
source for NGOs in the future. To date,
however, these initiatives have been lim-
ited in scope and provide only a small
supplement to donor financing. At this
stage the potential for NGOs to earn in-
come from sources other than grants is
constrained by lack of tax privileges for
non-profit entities, and also the practical
challenge of NGOs identifying and provid-
ing marketable products and services in
demand by the general public.

In Azerbaijan, NGOs have achieved lim-
ited success in influencing the legislative
process through lobbying efforts, and few
examples of issue-based advocacy exist.
Lack of transparency in the government
decision-making process significantly re-
duces NGOs’ opportunity to influence leg-
islation. By default, therefore, NGO lobby-
ing efforts are often reactive. Neverthe-
less, NGO participa-

ADVOCACY tion in advocacy and
lobbying efforts is in-
2003 4.8 creasing. In-roads are
2002 5.0 being made through
2001 5.0 individual  contacts
2000 5.5 and through a few
1999 6.0 progressive govern-
1998 6.5 "
ment entities that

hold a more favour-
able view of NGOs. Space is thus being
created for interaction and advocacy. In
some cases, for example, NGO represen-
tatives have gained access to parliamen-
tary working group sessions or have been
permitted to present proposals regarding
draft laws or state programs.

Azerbaijani NGOs also are increasingly
active in attempting to shape public opin-
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ion and the public agenda on selected is-
sues. This is leading to an increased
awareness and understanding about how
to use the media and other mechanisms to
influence opinion. The Independent Con-
sumers Union is active in using the media
to raise awareness regarding consumer
rights issues, and AYLU is attempting to
shape public awareness regarding gender
violence through regular inserts in Zerkalo
newspaper. In response to the arrest of a
local university professor, the Xachmaz
Human Rights Resource Center organized
a successful advocacy campaign, drawing
on the support of several other NGOs to
raise awareness of this issue and calling
for the professor’s release.

Many NGOs were involved in voter educa-
tion activities in the pre-election pe-
riod. Some NGOs also registered their
members as individual observers in order
to monitor the election. While some NGO
members were involved in the demonstra-
tions after the elections, this was as indi-
vidual supporters of various political par-
ties, and not necessarily as NGO repre-
sentatives.



SERVICE PROVISION: 4.8

AZERBAIJAN

NGOs provide services in a wide variety
of fields in response to community needs
and donor priorities, covering such areas
as humanitarian relief, the environment,
youth, human rights, gender, civic and le-
gal education, conflict resolution, commu-
nity development, and economic devel-
opment. Within these areas Azerbaijani
NGOs provide services independently or
in cooperation with international NGOs in

various areas

SERVICE throughout the
PROVISION country. Some
2003 4.8 NGOs are begin-
2002 5.0 ning to incorporate
2001 5.0 participatory  com-
2000 4.5 munity assessments
1999 4.5 into  their project

INFRASTRUCTURE: 4.7

planning. There is also small anecdotal
evidence that a few NGOs are beginning
to recover costs for services, although
this is rare as people have little dispos-
able income and NGOs are hesitant to do
anything that may attract the tax authori-
ties. As a result, the majority of NGOs
remain grant focused, often resulting in
donor priorities taking precedence over
community responsiveness. In general,
the level of government support and rec-
ognition for these services is low, al-
though it should be noted that this varies
depending on the organization providing
services, the type of activities being con-
ducted, and the attitude of individual gov-
ernment representatives or entities.

There are several NGO resource centers
in Azerbaijan — both in Baku and in the re-
gions — providing information and support
for NGO activities. These include centers
established to provide general access to
information, equipment and training oppor-
tunities for NGOs, and well as centers tar-
geted at more specific areas of support
such as legal services or human rights ad-

INFRASTRUCTURE | vocacy. Due to
shifts in donor

2003 4.7 funding, some of
2002 4.6 the more well es-
2001 3.0 tablished NGO
2000 4.5 resource centers
1999 5.5

supported by in-
ternational or-

ganizations have been phased out or have
scaled-down their services during the past
year. Although resource centers still re-
main in most areas of the country, NGO
representatives indicate that currently de-
mand is greater than the supply of ser-
vices.

The majority of organizational capacity
building seminars and technical trainings
for NGOs are conducted in association
with international organizations, although
there is a growing cadre of trained and
qualified Azerbaijani trainers. Overall the
pool of trainers remains relatively small,
concentrated in the capital and focused on
areas related to humanitarian activities
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and NGO management. Most Azerbaijani
trainers are ‘professional trainers’ rather
than experienced NGO practitioners and
therefore are often challenged to meet the
advanced technical training needs of
strong NGOs. Accessing training services
in the regions is sometimes difficult and

PUBLIC IMAGE: 5.3

expensive, and the availability of training is
often dependent on project funding. Some-
times it is difficult for NGOs to access in-
formation about existing training opportuni-
ties.

Public awareness of NGOs and their ac-
tivities remains low, although a recent
public opinion survey shows a positive
trend in this regard. This year’s survey in-
dicated that 22 percent of the population
was aware of NGOs operating in their
community, a significant jump over the
same survey last year that showed only
16 percent were aware of NGOs operat-
ing in their community. Many NGO repre-
sentatives acknowledge that not enough
is being done to pro-

PUBLIC mote NGOs and their
IMAGE activities.  Although
some NGOs have
2003 5.3 websites, publish
2002 5.5 promotional bro-
2001 5.0 chures, and use vari-
129%%0 4650 ous forms of media to
. disseminate informa-

1998 6.5 . )
tion about their or-

ganizations, the pub-
lic reach and effectiveness of these
mechanisms is limited.

The public perception of NGOs is often in-
fluenced by the government’s tendency to
have a negative view of the NGO sector.
This general attitude of the government
impacts the level of acceptance of NGOs
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as reliable and capable service providers,
and as credible sources of information
and expertise. The private sector has only
a minimal understanding of NGOs and
there is little interaction between NGOs
and the business community.

In general, signs of progress exist in the
media-NGO relationship, although cover-
age of NGO-related activities remains lim-
ited. NGO activities fall outside the me-
dia’s main areas of interest and often
unless NGOs invite media representa-
tives to events and activities there is little
coverage. Due to the high expense in-
volved, TV programs covering NGO ac-
tivities are limited and often low quality.
Most media coverage of NGOs is found in
the print media, while the majority of the
population accesses news and informa-
tion primarily from television. Accessing
media coverage in the regions outside the
capital is even more difficult, and many
NGOs indicate that it is easier to get na-
tional coverage than local/regional cover-
age. These issues limit the effectiveness
of the media coverage that NGOs are
able to obtain as a means of increasing
public awareness about NGOs and their
activities.



